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PREFACE 


This  annual  statistical  report  is  the  first  of  a  series 
presenting  financial  and  personnel  statistics  on  firms  registered 
with  the  Ministry  of  Consumer  and  Commercial  Relations  to  engage  in 
real  estate  brokerage  in  Ontario.  The  data  for  Ontario  and  the  ten 
Economic  Regions  in  the  Province  were  collected  for  respondents’ 

1972  fiscal  years  by  means  of  a  sample  survey  carried  out  by  the 
Surveys  and  Statistical  Standards  Section  of  the  Ontario  Statistical 
Centre.  Trust  Companies  were  not  covered  in  this  annual  survey. 

The  format  of  this  report  may  be  changed  in  the  future 
because  of  questionnaire  revisions  and  in  response  to  user  suggestions 
regarding  tabulations  they  wish  to  see  included. 

This  annual  report  will  shortly  be  supplemented  by  quarterly 
bulletins  presenting  data  collected  in  quarterly  sample  surveys  on 
the  number  and  value  of  transactions  made  by  real  estate  brokerage 
firms,  corresponding  commissions  and  fees  received,  and  on  personnel. 
The  quarterly  surveys  will  also  cover  the  real  estate  transactions 
of  Trust  Companies. 

Since  the  data  presented  in  this  report  have  been  collected, 
compiled,  analysed  and  published  under  The  Statistics  Act,  rules  of 
confidentiality  have  been  strictly  adhered  to. 

The  co-operation  received  from  all  participating  brokerage 
firms,  and  the  Ontario  Real  Estate  Association,  is  gratefully 
acknowledged.  Also,  special  thanks  are  due  to  the  staff  concerned 
in  the  Ministry  of  Consumer  and  Commercial  Relations  for  their 
assistance . 


August  1974 


Kenneth  Cheng 
Director 

Ontario  Statistical  Centre 


SYMBOLS 


The  following  symbols  are  used  in  this  publication: 

•  •  not  available 

•  •  •  not  appropriate  or  not  applicable 

-  nil  or  zero 

too  small  to  be  expressed 

*  confidential;  withheld  to  avoid  disclosure 

of  individual  operations 

S  suppressed  to  protect  confidential  items 

(  )  negative 


Note: 


Components  may  not  add  to  totals  due  to  rounding. 
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INTRODUCTION 


The  dynamic  growth  which  is  taking  place  in  the  business 
and  personal  services  industries,  especially  with  respect  to 
business  activity  and  employment,  has  alerted  government  planning 
units  to  the  need  for  statistics  enabling  an  evaluation  of  the 
effect  of  this  sector  on  the  economic  and  social  development  of 
the  Province.  Such  knowledge  is  required  for  use  by  government 
in  formulating  policy  and  implementing  and  monitoring  programs 
designed  to  aid  business  expansion  and  to  meet  social  needs. 

As  statistics  on  the  service  trades  are  limited,  and  in 
some  trades  virtually  non-existent,  a  recommendation  was  made 
during  1971  by  the  Statistical  Users’  Advisory  Committee  of  the 
former  Department  of  Treasury  and  Economics  that  the  Ontario  Statis¬ 
tical  Centre  make  a  continuing  effort  to  obtain  better  data  concern¬ 
ing  the  services  sector  in  Ontario.  This  Committee  further  stated 
that  collection  details  and  priorities  should  be  determined  by  the 
Provincial  Accounts  Task  Force,  a  group  of  economists  representing 
ministerial  users  which  was  set  up  at  the  suggestion  of  the  same 
committee. 


Since  the  supply  and  turnover  of  land  and  buildings  are 
significant  indicators  of  the  economic  health  of  the  Province, 
economists  engaged  in  economic  planning  and  analysis  have  especial 
interest  in  the  financial  and  operational  aspects  of  the  Real 
Estate  Brokerage  Industry  which  services  that  turnover,  as  well  as 
in  the  employment  opportunities  which  this  industry  can  provide  and 
reasonably  sustain.  Therefore,  the  Task  Force  gave  priority  to  a 
survey  of  Real  Estate  Brokerage  Firms. 

In  addition  to  meeting  government  needs,  this  survey  was 
also  designed  to  satisfy  many  of  the  statistical  requirements  of 
the  business  community,  especially  of  the  Real  Estate  Industry  and 
those  professionally  associated  with  it  in  legal,  mortgage,  or 
other  financial  operations. 

This  survey  of  Real  Estate  Brokerage  Firms  gathered 
detailed  data  on  income,  operating  expenses,  capital  expenditures, 
class  of  customer,  personnel,  and  form  of  salesmen  payment  policy. 
Many  firms  reported  these  data  for  their  own  fiscal  years  rather 
than  for  the  1972  calendar  year  requested;  reports  relating  to 
fiscal  years  ending  on  or  before  May  31st,  1973  were  accepted. 

Caution  should  be  used  with  respect  to  the  interpretation 
and  usage  of  the  regional  statistics  reported  in  this  publication. 

The  data  reported  regarding  an  economic  region  reflect  the  total 
activity  of  every  firm  with  a  head  office  within  that  region;  they 
therefore  include  business  of  the  firm's  branch  offices  which  are 
both  within  and  outside  the  region,  and  exclude  business  by  branch 
offices  of  a  firm  whose  head  office  is  in  a  different  region.  As 
most  head  offices  are  located  in  main  urban  cehtres,  regional 
analysis  on  a  head  office  basis  may  tend  to  overstate  the  real  estate 
activity  of  the  most  highly  urbanized  regions. 
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DEFINITIONS 


Commissions  and  Fees 

Commissions  and  fees  earned  on  sales  of  real  estate  represents  total 
amount  of  revenue  received  from  all  real  estate  sales  transactions; 
amounts  paid  to  brokerage  firms  for  acting  as  sub-agents  to  listing 
firms  have  been  deducted,  thus  avoiding  double  reporting  of  these 
amounts . 

Commissions  and  fees  by  typo  of  customer  represents  the  percentage 
distribution  of  revenue  from  total  commissions  and  fees  derived  from 
transactions  with 

a)  Government 

b)  Businesses  -includes  transactions  with  industrial,  commercial, 
institutional,  farm  (if  used  for  farm  production),  retailing 
and  all  other  businesses. 

c)  Individuals  for  their  personal  use  -includes  transactions  with 
household  consumers  and  individuals,  and  farms  (if  for  personal 
use  only) . 

Classification  by  major  business  activity  All  survey  respondents  are 
classified  on  the  basis  of  their  most  important  source  of  commissions 
and  fees.  Firms  were  accordingly  assigned  to  the  following  businesses: 
real  estate  sales,  mortgages,  insurance,  leasing  and  rental,  property 
management  and  appraising. 

Expenses 

Money  paid  out  to  all  personnel  represents  remuneration  paid  to  brokers, 
salesmen,  and  all  other  personnel  as  salaries,  wages,  commissions, 
bonuses,  overtime,  retroactive  or  termination  pay  (before  deductions  for 
income  tax,  pensions,  sickness  and  other  .such  benefits);  amounts  paid 
to  other  firms  for  acting  as  sub-agents  are  excluded,  as  are  payments 
to  working  proprietors  of  unincorporated  businesses  and  directors'  fees. 

Supplementary  labour*  costs  includes  employers'  contributions  for  such 
items  as  social  services,  medical  and  pension  plans.  Workman's 
Compensation,  Unemployment  Insurance,  life  insurance. 

Travelling  expenses  represents  air,  rail,  hotel,  automobile,  convention 
and  entertainment  expenses. 

Professional  services  purchased  represents  the  cost  of  purchasing, 
auditing,  and  legal  services,  management  consultation  and  any  other 
professional  services. 

Interest  paid  includes  interest  incurred  on  bonds,  mortgages,  loans, 
insurance  and  accounts  payable;  excludes  interest  on  income  debentures. 

Depreciation  of  fixed  assets  includes  the  amount  charged  as  depreciation 
on  buildings,  machinery,  equipment  and  automobiles. 

Amortization  of  other  assets  represents  the  write-off  of  assets  such 
as  patents,  copyrights,  deferred  development  expenses,  financial  and 
organizational  expenses,  discounts  and  premiums  on  debts. 

Licenses j  permits 3  fees3  property  and  business  taxes  includes  payment 
to  real  estate  associations,  boards,  and  government,  as  well  as 
capital,  place  of  business  and  property  taxes  but  excludes  sales, 
excise,  and  income  taxes. 
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Supplementary  Income  (Reported  by  Incorporated  companies  only.) 

Interest  includes  gross  revenue  received  from  bonds,  mortgages,  loans, 
insurance  and  accounts  receivable  but  excludes  interest  earned  from 
income  debentures  (which  is  included  in  the  item  cash  dividends  received) . 

Cash  dividends  received  includes  gross  dividends  received  from 
companies  operating  in  Canada  and  net  dividends  (after  deduction  of 
withholding  taxes)  received  from  companies  operating  outside  Canada, 
as  well  as  interest  on  income  debentures. 

Gains  or  tosses  on  sate  of  assets  represents  the  gain  or  loss  on  the 
proceeds  from  the  disposal  of  assets  as  against  their  net  book  value. 


Capital  Expenditures 

New  buildings  refers  to  gross  expenditures  during  the  year  on  the 
construction  of  new  buildings  (including  additions,  and  major 
alterations).  Cost  of  heating  systems,  elevators,  etc.  are  included. 
Value  of  land  purchases  is  excluded  but  all  capitalized  costs  such 
as  the  cost  of  holding  land,  architects'  fees,  and  re-zoning  costs 
are  included. 

New  machinery  and  equipment  refers  to  the  total  delivered  and 
installed  costs  of  all  new  machinery  and  equipment  such  as  office 
furniture  and  automobiles. 

Land  refers  to  the  cost  of  purchasing  land. 


Personnel 


Personnel  represents  the  number  of  personnel  working  at  head  and 
branch  offices  in  Ontario  during  the  last  complete  pay  period (s) 
in  December,  1972;  included  are  all  personnel  paid  for  services 
rendered,  or  absent  with  pay  during  the  period;  excluded  are  casual 
employees  who  were  paid  for  less  than  7  hours  work  during  the  last 
week  of  December,  1972. 

Working  proprietors  and  family  members  refers  to  owners  and  family 
members  of  partnerships  and  individual  proprietorships. 

All  other  personnel  refers  to  all  personnel  who  are  paid  for  services 
rendered . 

Persons  registered  as  real  estate  brokers  refers  to  persons  who  are 
registered  with  the  Ministry  of  Consumer  and  Commercial  Relations  to 
trade  in  real  estate  as  a  broker,  in  accordance  with  The  Real  Estate 
and  Business  Brokers  Act. 

Persons  registered  as  real  estate  salesmen  refers  to  persons  who  are 
registered  with  the  Ministry  of  Consumer  and  Commercial  Relations  as 
a  salesman  for  a  registered  broker,  in  accordance  with  The  Real 
Estate  and  Business  Brokers  Act. 
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SUMMARY 


The  total  number  of  real  estate  brokerage  firms  registered 
in  Ontario  during  1972  was  3,245  with  revenue  from  commissions  and 
fees  earned  amounting  to  $221,880,000,  giving  an  average  of  approxi¬ 
mately  $68,378  per  firm.  Firms  with  less  than  five  real  estate 
brokers  and  salesmen  accounted  for  73%  of  all  firms  and  had  average 
commissions  and  fees  of  $28,443.  This  compares  with  an  average  of 
$96,381  for  firms  with  5-14  salesmen  which  account  for  23%  of  all 
firms  and  of  $586,853  for  the  remaining  4%  of  firms  with  15  or  more 
brokers  and  salesmen.  (See  Chart  A) 


CHART  A.  NUMBER  OF  REAL  ESTATE  BROKERAGE  FIRMS,  TOTAL  AND  AVERAGE 
COMMISSIONS  AND  FEES,  AND  THEIR  PERCENTAGE  DISTRIBUTION  BY  THE 
NUMBER  OF  BROKERS  AND  SALESMEN,  1972 
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Source:  Table  5 


Commissions  and  fees  from  the  sale  of  real  estate  was  the 
principal  source  of  commissions  and  fees  earned  for  81%  of  all  firms 
while  the  remaining  19%  of  firms  received  their  principal  revenue 
from  commissions  and  fees  earned  on  other  business  activities  such 
as  insurance,  mortgages,  leasing,  property  management  and  appraisal 
transactions.  Commissions  and  fees  earned  by  those  firms  engaged 
primarily  in  real  estate  was  $198 , 930 , 000,  accounting  for  90%  of  total 
commissions  and  fees  and  by  those  engaged  primarily  in  "other 
activities"  $22,951,000,  accounting  for  10%  of  total  commissions  and  fees. 


5. 


Chart  B  gives  the  distribution  of  total  commissions  and  fees 
earned  by  all  firms,  for  economic  regions.  It  can  be  seen  that  the 
sales  of  real  estate  provided  for  the  largest  single  source  of  revenue 
both  provincially  and  in  all  economic  regions,  varying  from  a  high  of 
88%  in  Georgian  Bay  to  a  low  of  63%  in  Northwestern  Ontario.  Commissions 
and  fees  from  insurance  showed  more  fluctuation  between  economic  regions, 
accounting  for  a  high  of  31%  in  Northwestern  Ontario  and  only  1%  in 
Central  Ontario. 


CHART  B.  PERCENTAGE  DISTRIBUTION  OF  COMMISSIONS  AND  FEES  FOR  REAL 
ESTATE  BROKERAGE  FIRMS,  BY  SOURCE  AND  ECONOMIC  REGION,  1972 
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Central  Ontario  had  a  large  concentration  of  firms,  (44%) 
and  accounted  for  54%  of  the  total  commissions  and  fees  reported, 
although  the  population  in  the  region  accounted  for  only  38%  of  the 
total  population  of  the  Province. (Table  4) 

With  respect  to  expenditures  in  the  industry,  "money  paid 
out  to  all  personnel"  was  the  largest,  accounting  for  69%  of  the 
expenses  of  all  firms.  In  the  1973  report  a  breakout  of  this  item 
for  registered  real  estate  brokers,  salesmen  and  all  other  personnel 
is  planned.  The  second  largest  expenditure  reported  was  8%  for 
advertising  and  promotional  expenses.  (Table  1) 
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The  excess  of  commissions  and  fees  over  expenses  was  17%  of 
total  operating  expenses  for  all  firms,  16%  for  firms  engaged  primarily 
in  real  estate  and  32%  for  firms  engaged  in  other  activities.  This 
indicates  that  firms  engaged  primarily  in  "other  activities"  have  a 
higher  profit  ratio  (before  income  tax),  as  for  every  dollar  of 
operating  expenses  32  cents  were  earned  as  profit.  (Table  1) 

Capital  expenditures  for  all  firms  were  $10,621,000  in 
1972  with  investment  in  land  representing  56%,  in  buildings  25%,  and 
in  new  equipment  and  machinery  19%.  (Table  2) 

There  were  20,180  personnel  in  registered  real  estate 
brokerage  firms  as  of  the  end  of  December  1972,  of  which  2,409  were 
working  proprietors  or  family  members.  (Table  6)  .  Real  Estate  Brokers 
totaled  4,418,  22%  of  all  personnel,  and  a  high  proportion  of  them 
were  working  proprietors.  Real  estate  salesmen  totaled  12,256,  61%  of 
all  personnel,  and  consisted  of  few  family  members.  The  remaining 
personnel,  including  office  staff  and  insurance  salesmen,  numbered 
3,506. 


By  far  the  most  prominent  form  of  salesmen  payment  policy 
in  the  industry  was  commission  only  (without  advance) ;  74%  of  all 
firms  which  had  salesmen  paid  them  commission  only.  (Table  7) 


REAL  ESTATE  BROKERAGE  FIRMS  IN  ONTARIO v  ' 
STATEMENT  OF  INCOME  BY  MAJOR  BUSINESS  ACTIVITY,  1972 
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TABLE  2 

REAL  ESTATE  BROKERAGE  FIRMS  IN  ONTARIO ^ 
CAPITAL  EXPENDITURES  BY  MAJOR  BUSINESS  ACTIVITY,  1972 


TYPE  OF  EXPENDITURE 

ALL 

FIRMS 

MAJOR  BUSINESS  ACTIVITY 

REAL  ESTATE 

ALL  OTHER 
ACTIVITIES 

$  000 

Per 

Cent 

$  000 

Per 

Cent 

$  000 

Per 

Cent 

New  Buildings 

2,708 

25 

2,654 

25 

54 

31 

New  Machinery  and  Equipment 

1,973 

19 

1,854 

18 

118 

67 

Land 

5,940 

56 

5,937 

57 

3 

2 

TOTAL 

10,621 

100 

10,445 

100 

175 

100 

(1)  Excluding  Trust  Companies 


TABLE  3 

Cl'' 

REAL  ESTATE  BROKERAGE  FIRMS  IN  ONTARIO v  y 
PERCENT  DISTRIBUTION  OF  COMMISSIONS  AND  FEES 
BY  TYPE  OF  CUSTOMER, BY  TYPE  OF  BUSINESS  ACTIVITY,  1972 


TYPE  OF  CUSTOMER 

ALL  FIRMS 

MAJOR  BUSINESS  ACTIVITY 

REAL  ESTATE 

ALL  OTHER 

ACTIVITIES 

Per  Cent 

Per  Cent 

Per  Cent 

Government 

1 

— 

3 

Business 

24 

21 

53 

Individuals  for  Personal  Use 

76 

79 

44 

TOTAL 

100 

100 

100 

COMMISSIONS  AND  FEES  $  000 

221,880 

198,930 

22,951 

(1)  Excluding  Trust  Companies 


REAL  ESTATE  BROKERAGE  FIRMS  IN  ONTARIO v  ' 
PRINCIPAL  STATISTICS  BY  ECONOMIC  REGIONS,  1972 
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METHODOLOGY 


Coverage 


The  sample  for  this  survey  was  drawn  from  lists  of  head 
offices  of  all  firms  (excluding  Trust  Companies)  registered  with 
the  Ministry  of  Consumer  and  Commercial  Relations  to  engage  in 
real  estate  brokerage  in  Ontario  during  all  or  part  of  1972.  The 
sampling  unit  is,  therefore,  the  firm  and  the  survey  covers  all  such 
firms  regardless  of  whether  their  major  business  is  real  estate  or 
some  other  activity  such  as  insurance  or  mortgages. 


The  survey  data  were  collected  from  respondents  by  means 
of  a  mail  survey,  although  personal  visits  by  senior  staff  assigned 
to  the  survey  were  occasionally  made  to  firms  which  experienced 
difficulty  in  completing  the  questionnaire. 

Sampling  Procedure 

A  stratified  random  sample  of  approximately  1,300  was 
selected  from  a  universe  of  over  3,200  firms.  The  sample  was 
selected  in  two  parts,  the  first  from  lists  of  all  existing  firms 
which  were  in  operation  as  of  December  31,  1971  and  the  second 
from  lists  of  new  firms  which  registered  for  the  first  time  during 
1972. 

As  a  high  proportion  of  brokers  and  salesmen  are 
concentrated  in  a  relatively  few  firms,  and  on  the  assumption  that 
the  amount  of  commissions  and  fees  received  by  a  firm  is  highly 
correlated  with  the  number  of  brokers  and  salesmen  in  a  firm,  a 
sample  design  was  chosen  which  provided  for  a  very  high  coverage 
of  large  firms.  The  universe  of  firms  was  stratified  by  economic 
region  on  the  basis  of  head  office  addresses,  and  within  each 
region  by  size  of  firm  in  accordance  with  the  number  of  real  estate 
brokers  and  salesmen  reported  by  existing  firms  at  the  time  of 
their  annual  registration  renewal,  and  by  new  firms  at  the  time  of 
their  registration.  All  firms  with  15  or  more  real  estate  brokers 
and  salesmen  were  included  in  the  sample.  Firms  with  less  than  15 
brokers  and  salesmen  were  sampled  using  ratios  ranging  from  1  in  1 
(all  firms)  to  1  in  7  (one  firm  selected  to  represent  every  seven 
firms).  Generally,  the  greater  the  number  of  real  estate  brokers 
and  salesmen  in  a  firm,  the  higher  was  the  sampling  ratio.  Within 
each  designated  stratum,  sample  selections  were  made  randomly. 

The  assumption  used  for  this  sample  design  has  proven 
satisfactory  as  the  survey  data  show  that  although  firms  with  15 
or  more  brokers  and  salesmen  account  for  only  4%  of  all  firms,  they 
account  for  38%  of  commissions  and  fees  earned  by  all  firms. 

Estimating  Procedure 

Although  a  greater  proportion  of  large  firms  than  small 
firms  are  included  in  the  sample,  any  bias  that  could  result  from 
this  difference  is  overcome  by  the  estimating  procedure.  Each  firm 
was  weighted  by  the  reciprocal  of  the  ratio  of  the  number  of  usable 
returns  to  the  total  number  of  firms  within  the  stratum  from  which 
it  was  selected.  Thus  because  it  was  not  possible  to  obtain  co- 


1.  Represented  by  the  head  office  in  firms  with  more  than  one 
office  location. 


14. 


operation  from  100%  of  the  predesignated  sample,  usable  returns 
were  used  to  represent  those  firms  in  the  sample  which  did  not 
return  their  questionnaires.  Possibly  this  will  have  given  rise 
to  some  non-response  bias  2.  Final  estimates  were  made  by  summing 
the  stratum  totals  into  regional  and  Provincial  totals. 


In  processing  completed  returns,  entries  were  made  for 
omitted  items  on  the  basis  of  the  distribution  of  these  items  by 
respondents  with  similar  characteristics. 

Accuracy 

Non- Sampling  Error 

Estimates  in  this  report  are,  as  in  any  sample  survey, 
subject  to  many  types  of  errors.  In  addition  to  sampling  and 
non-response  errors,  there  are  errors  which  result  from  incorrect 
reporting,  misinterpretation  and  processing.  Attempts  were  made 
to  minimize  these  non-sampling  errors  by  1)  using  a  carefully  drawn 
and  executed  survey  plan,  2)  designing  a  questionnaire  with  the 
assistance  of  Provincial  Government  users,  the  Ontario  Real  Estate 
Association  and  selected  real  estate  brokerage  firms,  and  pre¬ 
testing  it  against  the  operations  of  several  real  estate  brokerage 
firms,  3)  making  efforts  to  use  definitions,  classifications  and 
accounting  terminology  consistent  with  those  used  in  the  industry, 
4)  using  experienced  staff  to  assist  with  collection,  and  5)  by 
setting  up  rigid  procedures  and  controls  for  identifying  and 
rejecting  faulty  information,  for  estimating  missing  data,  for 
processing  and  tabulating  the  returns,  and  for  checking  accuracy 
of  final  tabulations. 

Sampling  Error 

Sampling  error  is  the  statistical  difference  between  the 
sample  survey  result  and  that  which  would  have  been  obtained  if  a 
complete  census  had  been  conducted  in  the  same  manner.  This  survey 
has  been  designed  so  that  we  can  be  68%  confident  that  estimates 
of  total  commissions  and  fees  on  a  regional  basis  for  all  firms 
differ  from  a  census,  as  a  result  of  sampling  variability  alone, 
by  less  than  5%.  If  95%  confidence  limits  are  required,  this 
error  must  be  multiplied  by  1.96. 

Other  estimates  in  this  report  have  their  own  unique 
sampling  error  which  depends  upon  both  the  sample  size  and  the 
degree  of  homogeneity  in  the  characteristics  of  the  particular 
item  being  measured.  Estimates  for  firms  which  engage  primarily 
in  activities  other  than  the  sale  of  real  estate  (for  example 
insurance,  property  management)  have  considerably  larger  errors 
than  do  estimates  for  firms  which  engage  primarily  in  the  sale  of 
real  estate.  This  is  also  because  the  "all  other"  category 
returned  proportionately  fewer  usable  reports.  Further,  sampling 
errors  associated  with  the  "all  other"  category  results  may  be 
so  large  that  the  results  are  not  statistically  significant,  and 
therefore  data  for  this  group  are  not  broken  down  in  the  tables 
presented  in  this  report. 

2.  Non-respondents  may  not  have  "typical"  businesses,  with  respect 
to  efficiency,  attitudes,  etc;  hence  the  possibility  of  bias  in 
representing  their  operations  by  those  of  respondents  in  the 
same  stratum.  However,  we  are  confident  that  the  bias  effect 
will  be  negligible  on  total  dollar  values  as  reports  have  been 
received  from  most  large  firms. 


